Earnings and Inequality by Michael Keating
CENTRE FOR  
ECONOMIC POLICY RESEARCH 
 















DISCUSSION PAPER NO. 460 
January 2003 
 














ISBN: 0 7315 3530 8 
Michael Keating, Visitng Fellow Economics Program, Research School of Social Sciences, Australian 
National University, Canberra Act 0200    





Summary                                                                                                           3 
Inequality and the Distribution of Earnings              5 
Changes  in  Relative  Pay                 8 
Changes  in  the  Distribution  of  Jobs          12 
The Impact of Shifts Among the Major Occupation Groups on Relative 
E a r n i n g s                1 4  
The Impact of Changes Within Major Occupation Groups on Relative  
E a r n i n g s                1 6  
P o l i c y   I m p l i c a t i o n s               2 5  
R e f e r e n c e s                3 2  
Data Appendix                              35  













Despite strong economic growth and low inflation, many Australians believe that the 
benefits and costs have not been fairly shared and that inequality has been rising
1.  
Indeed, according to Newspoll, ‘by a margin of 70-28 per cent, Australians would 
prefer the gap between rich and poor to get smaller rather than have the nation’s 
overall wealth grow as quickly as possible’ (The Australian, 17/06/00).  
 
This paper examines the apparent increase in the dispersion of earnings, which is 
central to the concern about rising inequality. The major finding is that the widening 
dispersion of earnings is principally due to changes in the structure of labour demand 
in favour of more skilled jobs. 
 
Relative rates of pay for major occupation groups appear to have hardly varied over 
the last twenty-five years.  By contrast full-time employment grew strongly in the 
1990s in the most highly skilled and paid occupation groups, and fell in the middle 
and lower skilled occupation groups.  Part-time employment did increase substantially 
in some of the lower skilled occupation groups, but other studies have shown that the 
increase in total hours worked was skewed heavily in favour of the most skilled 
occupation groups. 
 
When individual occupations are grouped according to their level of pay it was found 
that the increase in employment accounted for most of the increase in the dispersion 
of male earnings and practically all of the increase in the dispersion of female 
earnings.  To a limited extent the position of males in the top earnings deciles was 
also reinforced by their pay increasing a little faster than for the other deciles.  But the 
increase in female pay was much the same for all earnings deciles, with no systematic 
tendency for it to be faster at the top, middle or bottom of the earnings distribution.  
 
The paper then considers what this changing job mix implies for policy directed to 
maintaining income equality.  The stability of relative wage rates suggests that 
changes in the system of relative wage determination would not help to reduce 
                                                            
1 See Harding & Greenwell 2001 for a discussion of the changes in inequality over the 1980s and 1990s  
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inequality.  Instead the focus must be on job creation.  It is argued that aggregate 
wage restraint, encouraged through a wage-tax trade-off, is the most promising way to 
increase the employment content of economic growth, while avoiding further 
increases in inequality.  In addition, changes in the structure of demand and 
technology are biasing the pattern of employment change so that a substantial 
expansion in the quantity and nature of education and training will be necessary to 
allow disadvantaged people to take up the jobs that are being created.  Over time a 
more equal society is likely to depend on leveling up by further increasing the 
proportion of people in highly skilled and paid jobs, rather than leveling down by 


























EARNINGS AND INEQUALITY 
 
Michael Keating 
Australian National University 
 
Inequality and the Distribution of Earnings 
Wages and salaries account for more than 60 per cent of gross household income and 
Pappas (2001: 30) has found that increasing inequality of wages is the main reason for 
the increasing inequality of market incomes in recent years.  Inequality is, however, 
usually measured with reference to families who combine most of their consumption.  
If allowance is made for the income of other family members, then it has also been 
found that low earnings are fairly evenly spread across the distribution of household 
incomes (Richardson & Harding, 1999). In addition, low-wage earners are somewhat 
more likely to be employed part-time, and the increasing proportion of part-time 
workers would have contributed to the wider distribution of earnings for all 
employees even if their relative average earnings had not changed.  It is for these 
reasons that the following analysis for the most part concentrates on the earnings 
distribution for full-time adult employees.  By concentrating on this largest and 
relatively homogeneous group of employees it is possible to focus on some of the 
underlying changes in the labour market that are affecting the distribution of incomes, 
with less chance that the results will be affected by the changing mix of employment-
types.  
 
The key facts describing the distribution of full-time employee earnings are 
summarised in Tables 1 and 2 which show the ratio of the earnings of different 
percentiles or deciles relative to the fiftieth percentile or to the median income.  The 
preferred series for all full-time adult employees is in Table 1, but unfortunately this 
series only extends back to 1985.  Earnings distribution data for full-time adult non-
managerial workers are available back to 1975, and the two series describe much the 




Earnings Distribution for all Full-time Adult Employees: Ratios 
 Males Females  Persons 
  P10/P50   P90/P50   P10/P50   P90/P50   P10/P50  P90/P50 
1985  0.70 1.62 0.78 1.50 0.72 1.63 
1987  0.69 1.62 0.75 1.50 0.70 1.63 
1989  0.66 1.63 0.73 1.51 0.68 1.62 
1991  0.67 1.66 0.74 1.54 0.69 1.68 
1993  0.65 1.69 0.73 1.55 0.68 1.66 
1994  0.65 1.67 0.73 1.54 0.68 1.65 
1995  0.65 1.69 0.72 1.54 0.68 1.67 
1996  0.64 1.70 0.71 1.53 0.66 1.68 
1998  0.62 1.75 0.70 1.55 0.65 1.72 
2000  0.62 1.76 0.69 1.58 0.65 1.73 
        
1985-2000        
%  Change  -11.4 8.6 -11.5 5.3  -9.7  6.1 
Source: ABS Australian Social Trends 2000, Income Distribution: Trends in earnings distribution and 




Distribution of Earnings for Full-time Adult Non-managerial Workers, 1975 to 2000 
Earnings as a percentage of median earnings 
  Lowest  decile Lowest  quartile Upper  quartile Highest  decile 
Males        
1975 76.0  85.6  121.1  141.2 
1980 73.8  84.0  123.2  150.4 
1985 72.5  80.7  125.7  154.1 
1990 69.5  80.6  126.0  156.3 
1995 67.7  79.4  127.8  160.7 
1998 65.6  78.4  128.7  162.6 
2000 65.0  77.5  128.2  162.9 
        
Females        
1975 80.2  88.8  115.3  136.5 
1980 81.8  88.0  119.3  142.8 
1985 78.6  87.3  121.2  147.9 
1990 74.9  84.1  123.1  147.6 
1995 73.4  84.1  125.3  152.0 
1998 71.8  82.3  127.5  150.4 
2000 71.5  82.1  126.3  151.8 
Source Norris & McLean 1999 updated from ABS Cat. No. 6306.0 
 
Since 1975 the earnings of full-time adult non-managerial workers in the lowest 
decile have steadily declined relative to median earnings while the earnings of those 
in the highest decile have increased.  Similarly the earnings of the lower quartile of  
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the workforce have slipped relative to the median while the earnings of the upper 
quartile have increased relatively. Broadly the change in the dispersion of earnings 
has been about the same for males and females.  However, the extent of female wage 
dispersion continues to be less than for males, and because the number of female 
employees has increased relatively over time, the dispersion of earnings for persons 
has not widened by quite as much as for the two sexes separately. 
 
Overall the picture is one of increasing inequality of earnings over the last twenty-five 
years.  Moreover, this period of widening earnings dispersion contrasts with what is 
believed to be a long period of stability or compression of the earnings distribution 
during most of the twentieth century prior to the mid 1970s (Norris 1997: 486).  
 
In principle these changes in earnings dispersion could be the result of changes in the 
structure of employment or changes in relative rates of pay for different types of 
employee.  The structure of employment can be analysed in terms of age/experience, 
education/skills or occupation. Rates of pay can vary according to any of these 
criteria, but are most commonly based on occupational criteria, which account for the 
main differences in pay rates.  Moreover occupational criteria largely, although not 
entirely, reflect differences in skill levels.  Historically gender has also affected 
relative pay, but here the two sexes are analysed separately.  Accordingly the main 
focus here is on the changing occupational distribution of employment and relative 
rates of pay for different occupations and how these two factors have combined to 
influence the distribution of earnings. 
 
In the past different people have assumed that either changes in the occupational 
composition of employment or changes in relative rates of pay have been mainly 
responsible for the changing dispersion of earnings according to their particular 
interests.  For example, Gregory (1993) used the earnings data to demonstrate a 
changing structure of employment, which he characterised as a ‘disappearing middle’.  
Others, including Gregory (1999) and Saunders (2002), have interpreted the same 
earnings data as evidence of changing pay relativities.  Indeed, suggestions that the 
real earnings of the lowest decile of employees have fallen invite the conclusion that a 




But in fact any decile in the earnings distribution does not represent a constant group 
of employees, and it is not possible to infer from these data whether any particular 
group has suffered a real decline in their earnings.  Nor is there anything in the 
earnings data themselves to say whether any changes in their dispersion represent 
changing pay relativities or changing job structures, or some combination of both, 
although which explanation is correct would make a significant difference when 
judging the appropriate policy response.  Fortunately there is other information 
regarding the likely change in pay rates and the numbers employed in different 
occupations for the major occupational groups, that can be used to throw some further 
light on the different explanations for the widening dispersion of earnings. 
 
Changes in Relative Pay 
Ideally we would like to know how relative rates of pay have changed for the same 
occupations. Unfortunately it is only recently since September 1997 that the ABS has 
provided pure wage cost indexes that are unaffected by changes in the composition of 
the labour market.  These indexes are also not affected by changes in penalty 
payments, changes in allowances or changes in bonuses, which fluctuate according to 
the type of work done and the performance of that work. Prior to 1997 the best 
information was the indexes of award rates of pay for selected occupations.  These 
earlier indexes do not necessarily cover the full cost of employing different types of 
labour, but unless over-award payments changed significantly faster in some 
occupations than others they should capture the main changes in pay relativities.  One 
other problem is that the classification of occupations has not remained stable over 
time.  Unfortunately there is no satisfactory way of linking the ASCO 1 and ASCO 2 
classifications of occupations between June and September 1997.  Accordingly the 
changes in rates of pay by occupation are shown in two separate tables (3 and 4) for 
the period before and after 1997.   
 
What is really remarkable about the data for relative pay movements (Tables 3 and 4) 
is the lack of change in pay relativities. For each of the major occupational groups 
identified, the relevant index of pay rates has increased at almost the same rate as the 
index for all occupations over each period of time.  Indeed pay relativities, at least 
among the major occupational groups, seem to have changed very little between the 
period before 1990 with various forms of centralised wage determination and the  
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period since 1990 when pay determination has become progressively more 
decentralised. Only in recent years since 1997 has there been any apparent tendency 
for the increase in pay in the highly paid occupation groups to exceed the increase in 
the lowly paid groups, and the difference is still fairly small. 
 
Table 3 
Indexes of Pay Rates by Occupation (ASCO 1) 
June 1976 to June 1997 
 1976  1985∗  1990 1995 1997 
Managers  &  Administrators  49.4  100.0 127.9 141.8 146.0 
Professionals  48.8  100.0 128.1 142.2 146.9 
Associate  Professionals  49.8  100.0 131.4 144.6 148.4 
Tradespersons  46.8  100.0 131.5 144.9 148.7 
Clerical  48.8  100.0 130.2 143.7 149.0 
Sales  &  Service  Workers  48.5  100.0 131.0 148.9 154.0 
Production  &  Transport    48.4  100.0 132.6 146.5 150.6 
Labourers  &  Related    47.9  100.0 131.9 144.8 148.9 
All  Occupations  48.6  100.0 130.9 144.7 149.2 
   *July 1985 equals 100 
 
Table 4 
Indexes of Total Hourly Rates of Pay by Occupation (ASCO 2) 
September 1997 to June 2002 
 1997*  2000  2002 
Managers & administrators  100.0  108.2  117.1 
Professionals 100.0  108.0  117.7 
Associate professionals  100.0  107.4  116.0 
Tradespersons & related workers  100.0  107.3  115.6 
Advanced clerical & service workers  100.0  107.2  114.2 
Intermediate clerical, sales & service  100.0  106.8  114.6 
Intermediate production & transport  100.0  106.7  114.4 
Elementary clerical, sales & service  100.0  106.3  113.7 
Labourers & related workers  100.0  106.9  114.7 
All occupations  100.0  107.4  115.9 






Much of the popular criticism of excessive pay increases has been directed at senior 
management in the private sector.  Interestingly the pay rates shown in Tables 3 and 4 
for mangers and administrators seem to have increased slightly less than the average 
over the twenty year period from 1976 to 1997, although the increase for this group 
has apparently been a little faster than average over the last five years or so when the 
data are not limited to increases in award pay.  Also, this group of managers and 
administrators referred to in Table 3 and 4 covers a broader spectrum than top 
management.  An alternative private survey of senior management pay supports the 
view that the pay of senior managers has increased faster than average, although the 
biggest gap was during the Accord when most other employees’ pay was restrained 
(Chart 1).  Under enterprise bargaining in the 1990s the difference in the rate of pay 
increase between senior managers and the rest of the labour force has been 
substantially less than in the 1980s, averaging around 1-1.5 per cent per annum.  
Equally important in the present context is that this group of senior managers covered 
in Chart 1 only number about 11,100 employees earning more than $100,000 per year, 
and such a small group is unlikely to have much impact on the overall distribution of 
earnings.   
Chart1 
Annual percentage change in base salaries of senior management  
and AWOTE for full-time adult employees 
 
Source: Federal Government Submission to the AIRC Safety Net Review 2000-01 based on Mercer 
Cullen Egan Dell Quarterly Salary Review and ABS Cat. No. 6302.0 
 
Generally the present finding that there has not been much change in relative pay rates 
among the major occupation groups is consistent with other research.  Thus the  
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Economic Planning and Advisory Commission (1996: 98, Table 6.1) found that 
between 1986 and 1995 there was little change in the wages of the higher skilled or 
higher paid occupations relative to other occupations, but almost all the increase in 
full-time employment was in the high skilled occupations.  Similarly there was little 
change in the return to education or to years of experience over the last thirty years as 
a whole
2.  If anything the increase in the level of educational attainment has been 
associated with a compression of earnings differentials for skills that would have 
acted to reduce the dispersion of earnings overall.  What seems to have happened is 
that there has been an increase in the relative demand for skilled workers which could 
have acted to increase the dispersion of relative pay rates, but this increase in demand 
has been matched, or more than matched, by an increase in the supply of skilled 
workers.  
 
The one contrary finding that relative pay differentials have increased is by Borland, 
Gregory and Sheehan (2001:Table 1.2) who estimated that the average earnings of 
higher paid occupations increased substantially more than for low paid occupations 
between 1990 and 2000.  There are, however, two problems with the data used by 
Borland, Gregory and Sheehan.  First, the change in average earnings for each major 
occupation group is likely to have been affected by changes in the mix of employment 
within each occupation group.  Second, the data for 1990 purport to represent a 
reclassification by the ABS from the ASCO 1 classification to the ASCO 2 
classification.  However, the original data, before any reclassification, show much less 
variation in the rates of change in average earnings between the major occupation 
groups, and in the original data there is no systematic pattern to the rates of increase 
by occupation group. The ABS has now advised that the data supplied to Borland, 
Gregory and Sheehan were in fact biased and cannot be used to make comparisons 
between 1990 and 2000 ASCO 2 average earnings data. 
 
In sum, the available evidence strongly suggests that relative pay rates have remained 
remarkably constant over time in Australia, notwithstanding significant changes in the 
arrangements for pay determination. This finding underlines the importance of now 
turning to examine the changing distribution of jobs. 
                                                            
2 Barnes and Kennard 2002 : Chapter 3. Also see Borland 1999 for a useful summary and comment on 




Changes in the Distribution of Jobs 
In the last quarter of the twentieth century Australia, like other high income countries 
entered the post-industrial age.  The absolute numbers employed in manufacturing 
have slowly fallen by about 20 per cent from their peak in the early 1970s.  Relatively 
manufacturing now only accounts for 12.5 per cent of total employment, half its share 
of 25.5 per cent in the mid 1960s.   
 
Gregory (1993) appears to have been influenced by this decline in manufacturing 
employment in reaching his conclusion that the wider dispersion of earnings mainly 
reflected the ‘disappearance’ of middle level jobs, such as tradesmen’s jobs in 
manufacturing.  This interpretation is supported by the apparent decline between 1982 
and 1993-94 in the proportion of full time jobs in the range from 75 to 125 per cent of 
the median wage (Harding 1997: Table 1). However, as Belchamber (1996) has 
pointed out, these comparisons depend upon the rate of wage increase assumed.  
Using other plausible assumptions, Belchamber contended that the growth in jobs has 
been skewed in favour of high level jobs rather than against middle level jobs.  This 
conclusion is also supported by Karmel et al. (1993) who concluded that the change in 
the distribution of jobs was better characterised as a ‘disappearing tail’. 
 
Much of the job growth in the 1990s was in part-time employment and this part-time 
employment was concentrated in the less skilled occupations.  As Wooden (2000), 
and subsequently the Commonwealth Government (2001 & 2002) have shown, a 
significantly different picture of the composition of employment growth emerges if 
the changing occupational composition of employment is measured in terms of hours 
worked.  Using these data Wooden found that ‘changes in labour demand have clearly 
been biased towards skill’.  The growth in hours worked between 1989 and 2000 was 
concentrated in the two highest skilled occupational groups, and the growth in hours 
worked in the other occupation groups involving intermediate or elementary skills 
have been below the national average.   
 
The Commonwealth Government has extended Wooden’s methodology and grouped 
the hours worked in 282 occupations into three roughly equal groups according to 
whether the occupation was ‘high’, ‘middle’ or ‘low’ paid.  The Government has then  
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found that almost half (45.7 per cent) of the growth in hours worked between 1986 
and 1995 was in the ‘high paid’ occupations, and that these (high paid) occupations 
accounted for half (50.5 per cent) of the growth between 1996 and 2000.   
 
In order to assess the impact on the distribution of earnings for full-time employees it 
is necessary to consider the changing occupational composition of employment for 
full-time employees.  Estimates of the changes in the number of full-time employees 
for the major occupational groupings replicate Wooden’s findings for the changes in 
hours worked (Table 5).  Professionals and associate professionals accounted for most  
Table 5 
Increase in Full-time Employees by Occupation, 
May 1989 to May 2000  
Major occupation group  Employees (000s) 
  May 1989  May 2000 
Increase 
(%) 
Share of total 
jobs growth (%) 
Males        
Managers & administrators  267.4 300.3  12.3  18.0 
Professionals  520.6 661.5  27.1  77.0 
Associate professionals  398.1 502.4  26.2  57.0 
Tradespersons & related workers  858.3 802.1 -6.6  -30.7 
Advanced clerical & service workers  41.8 34.9  -16.3  -3.7 






























Labourers & related workers  399.7 354.4  -11.3  -24.8 
Total  3538.2 3721.2  5.2  100.0 
        
Females        
Managers & administrators  26.3 47.9  82.2  7.4 
Professionals  343.5 537.4  56.5  66.7 
Associate professionals  160.9 240.0  49.1  27.2 
Tradespersons & related workers  58.4 52.1  -10.8  -2.2 
Advanced clerical & service workers  252.7 158.7  -37.2  -32.3 
Intermediate clerical, sales & service 
workers  
457.9 607.6  32.7  51.5 
Intermediate production & transport 
workers 
84.9 63.9  -24.7  -7.2 
Elementary clerical, sales & service 
workers 
200.7 194.7 -3.0  -2.1 
Labourers & related workers  142.4 115.8  -18.7  -9.2 
Total  1727.7 2018.1  16.8  100.0 
 
of the job growth for full-time employees, although jobs for intermediate clerical, 
sales and service also grew strongly for female full-time employees.  Full-time job  
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losses were especially significant among tradespersons and elementary clerical, sales 
and service employees and labourers and related employees, and the number of 
females in advanced clerical and service occupations also declined substantially. 
 
In more detailed evidence to the Australian Industrial Relations Commission, the 
Commonwealth Government (2000) stated that the biggest decline registered among 
middle level occupations was certain types of clerical and typing jobs.  Among low 
level jobs, many occupations in the textile and clothing industries declined.  Strongly 
growing low-paid occupations included sales assistants, cleaners, and nursery and 
garden labourers, although most of these would have been part-time jobs.  The rapid 
job growth at the top was most marked among computer professionals, accountants 
and sales representatives. 
 
Impact of Shifts among the Major Occupation Groups on Relative Earnings  
Even if the relative rates of pay for these various occupations have not changed, their 
changing shares of the jobs for full-time employees seem likely to have led to a more 
unequal distribution of earnings.  It is the higher skilled and paid jobs that have 
expanded relative to the rest and this can be expected to widen the distribution of 
earnings for full-time employees. 
 
In order to test this proposition more fully hypothetical distributions of earnings for 
2000 for males and females separately were derived on the assumption that the 
distribution of full-time jobs remained the same as in 1989 but that earnings within 
each major occupational group were distributed as recorded for the year 2000
3.  The 
difference between this hypothetical composite earnings distribution and the actual 
distribution for the year 2000 provided an estimate of the influence of the changing 
occupational composition of full-time jobs on the distribution of earnings in that year.  
In addition, comparison of the composite distribution of earnings for 2000 with the 
actual distribution for 1989 provides an estimate of the influence of other factors on 
the distribution of earnings.  As has already been concluded, these other factors are 
unlikely to include changing relative rates of pay for the major occupations, so these 
                                                            
3 The ABS supplied the results from the Survey of Employee Earnings and Hours showing the 
proportion of full-time adult male and female employees for each major occupation group found in 
each $100 range of earnings.  
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other factors are probably something that is going on, possibly within some or all of 
the major occupations. 
 
In fact the hypothetical composite distribution of earnings for 2000, using the 1989 
distribution of employment among the major occupations, is somewhere between the 
actual distributions for 1989 and 2000 (see Table 6). On the face of it shifts of full-
time employment for adults between the major occupational groupings account for up 
to half of the change in the tenth and twenty-fifth percentiles’ shares of total earnings, 
but only a small part of the increased share of the upper percentiles.  As a summary 
measure, the shift in full-time employment among the major occupations would seem 
to account for about a quarter of the change in the ratio of the male tenth percentile’s 
income to the ninetieth percentile’s income, and about a third of the change in the 
ratio for the equivalent females. If the previous finding is accepted that there has been  
 
Table 6 
The Impact of Occupational Composition on the Distribution of Earnings 
 Males  Females 
 1989  2000  1989  2000 
   actual  1989 
composition*  
 actual  1989 
composition* 
Earnings  $           
10
th percentile  349  498 496 311  461  450 
25
th percentile  416  600 595 356  538  523 
Median  529  800 774 426  670  632 
75
th percentile  681 1057  1024  532  865  817 
90
th percentile  862 1404  1347  644 1056  996 
           
Ratio to median %           
10
th percentile  66.0  62.3 64.1 73.0  68.8  71.2 
25
th percentile  78.7  75.0 76.9 83.5  80.3  82.8 
75
th percentile  128.7  132.1 132.2 124.8  129.1  129.3 
90
th percentile  163.0  175.5 174.0 151.0  157.6  157.6 
           
Ratio P10 to P90 %  40.5  35.5 36.8 48.3  43.7  45.2 
*The actual income figures for each percentile had to be interpolated within the $100 income range 
where that percentile was located. This interpolation assumed a smooth distribution whereas the actual 
distribution is not smooth.  While systematic bias is unlikely, sensitivity tests were conducted by 
varying the incomes within the limits of the known $100 range.  These variations did not change the 
overall results.  If equality was improved relative to the median at the bottom of the distribution, it 
tended to worsen at the top and vice versa. 
little change in relative rates of pay for the major occupations, then the large amount 
of ‘unexplained’ variation still remaining in the dispersion of pay may have been due 




The Impact of Changes Within Major Occupation Groups on Relative Earnings 
Although there are some exceptions, the dispersion of earnings within each of the 
major occupation groups has typically become more widely dispersed (Tables 7 and 
8) 
4.  Thus for most of the major occupations the ratio of the twenty-fifth percentile’s 
income to the median income fell over time and the ratio for the seventy-fifth 
percentile’s income increased.  These changes within the major occupational groups  
Table 7 
Earnings Ratios for Major Occupational Groups (ASCO 1),  
1988 and 1995 
 
Occupations  Ratio of 25P/50P %  Ratio of 75P/50P % 
  1988 1995  1988 1995 
Males       
Managers  &  Administrators  76.6  74.4 125.4 129.1 
Professionals  85.2  84.4 120.2 121.5 
Paraprofessionals  84.0  84.8 118.1 119.2 
Tradespersons  84.7  83.0 123.1 128.5 
Clerks  83.9  84.3 120.0 119.9 
Sales & personal service workers  83.8  83.1  123.2  121.8 
Plant & machinery operators  81.0  78.2  128.0  131.0 
Labourers & related occupations  86.2  85.6  126.1  126.4 
All  occupations  79.8  76.7 128.7 129.7 
       
Females       
Managers  &  Administrators  74.5  66.7 128.2 133.0 
Professionals  86.6  83.0 113.0 110.7 
Paraprofessionals  83.7  84.0 117.6 116.6 
Tradespersons  88.1  91.1 112.2 121.1 
Clerks  88.3  87.6 115.2 115.4 
Sales & personal service workers  85.8  87.9  121.3  116.9 
Plant & machinery operators  90.5  87.7  120.7  132.0 
Labourers & related occupations  89.5  88.6  115.7  117.2 
All  occupations  83.5  83.0 124.5 127.1 
                                                            
4 It might be noted that the distribution of earnings of the high paid occupations overlaps the 
distribution of the low paid occupations.  So, while as expected, the dispersion of earnings for all 
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Table 8 
Earnings Ratios for Major Occupational Groups (ASCO 2), 




Ratio 10P/50P %  Ratio 25P/50P %  Ratio 75P/50P %  Ratio 90P/50P % 
  1996 2000 1996 2000  1996 2000 1996  2000 
Males             
Managers & Administrators  64.7  52.0  81.8  73.8  124.9  136.9  170.8  193.5 
Professionals 67.6  63.6  84.6  82.9  122.6  125.6  160.6  169.6 
Associate Professionals  61.1  59.8  79.8  79.4  122.5  126.8  152.6  160.9 
Tradespersons & Related workers  68.6  66.5  82.1  79.2  129.6  130.9  167.7  167.7 
Advanced clerical & service  64.5  65.4  83.0  79.8  116.7  114.2  142.9  139.6 
Intermediate clerical, sales & service   73.8  72.8  83.7  82.5  119.6  120.6  142.9  147.7 
Intermediate production & transport  69.0  68.7  79.1  80.7  133.0  134.0  175.1  175.2 
Elementary clerical sales & service  72.4  75.0  81.5  83.7  119.6  123.7  149.5  152.1 
Labourers & related workers  73.5  71.0  84.9  82.4  127.5  130.5  164.0  167.6 
All occupations  63.9  62.3  76.8  75.0  130.5  132.1  170.3  175.5 
            
F e m a l e s             
Managers & Administrators  63.0  58.4  79.1  80.2  119.1  125.9  146.4  151.7 
Professionals 70.7  70.4  84.1  83.7  110.8  112.6  126.9  130.9 
Associate Professionals  66.9  70.0  83.9  84.1  122.0  124.5  145.4  151.6 
Tradespersons & Related workers  78.3  82.0  90.6  88.2  123.4  116.2  154.3  146.3 
Advanced clerical & service  72.5  70.2  85.3  83.5  117.1  119.5  132.0  144.8 
Intermediate clerical, sales & service  78.1  75.7  87.9  86.5  116.3  116.7  134.8  136.2 
Intermediate production & transport  82.2  80.2  88.4  89.0  123.2  121.3  154.1  162.5 
Elementary clerical sales & service  82.4  82.4  90.0  88.9  118.1  116.6  144.8  146.8 
Labourers & related workers  77.3  75.5  86.7  85.6  119.0  117.7  143.3  146.1 
All occupations  70.8  68.8  81.8  80.3  127.3  129.1  152.7  157.6  
  
  18 
could account for much of the balance of the variation in the overall distribution of 
earnings not accounted for by the changes in the structure of employment among the 
major occupations. 
 
For any individual occupation its share of total earnings is given by w/W where w 
represents the earnings of that occupation and W represents the sum of earnings of all 
occupations.  The increase in that occupation’s earnings w is equivalent to: 
  w = p * e 
where p is the increase in the rate of pay for that occupation, and 
  e is the increase in employment in that occupation. 
And the increase in an individual occupation’s share of total earnings w/W is 
equivalent to: 
  w/W = p/P * e/E 
where W,P and E represent respectively the rate of increase in total earnings, the rate 
of increase in pay for all occupations, and the rate of increase in employment for all 
occupations. 
 
In other words it is possible to decompose the change in an occupation’s share of 
earnings, or a group of occupations share of earnings, into the relative rate of pay 
increase and the rate of employment increase relative to the total.  The analysis that 
follows does this for the change in earnings between 1986 and 1996 and between 
1996 and 2000 using occupational data at the four-digit code level of ASCO 1 and 
ASCO 2 respectively
5.  Two separate periods are shown because the changes in the 
Occupational Classification meant that it was not possible to derive continuous series 
for each detailed occupation at the four digit code level. 
 
There are no publicly available data that would allow us to observe whether relative 
pay rates for individual detailed occupations are changing and whether these changes 
are affecting the overall distribution of earnings. Instead to test this proposition ABS 
survey data were obtained of the average weekly ordinary time earnings (AWOTE) of 
males and females separately in 1986, 1996 and 2000 for most of the four digit level 
                                                            
5 The assistance of the Department of Employment and Workplace Relations in enabling the author to 
access the necessary data at this level of detail is gratefully acknowledged. The data for the 1996-2000 
comparison were supplied by the ABS.  
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occupations of the relevant ASCO classification.  Of course, as has previously been 
pointed out, changes in relative average earnings for individual occupations do not 
necessarily indicate changes in relative pay rates.  The principal concern at the 
aggregate level earlier on was that average earnings could change because of 
changing occupational composition.  But at the four-digit level of occupational detail 
the average earnings data are likely to correspond more closely to the pay rate of the 
occupation, and be less affected by changing composition effects.  Moreover the data 
on average earnings do have the advantage that they comprehend all changes that 
affect the remuneration of individual employees, and not just those covered in the 
indexes of pay as such. These other forms of remuneration will, of course, also affect 
the distribution of earnings in just the same way as changes in relative pay, and should 
be included in the present analysis. 
 
Indeed there are a number of reasons why the earnings for individual occupations may 
have become more dispersed as a result of workplace reform in ways that are not 
captured by indexes of pay, but would mostly be picked up by the measures of 
average weekly earnings.  First, the indexes of relative pay do not include penalty 
rates and bonuses, and it is quite likely that workplace reform has led to these 
payments becoming more unevenly spread.  Indeed the objective of much workplace 
reform has been to reduce the need for payments such as penalty rates for large bodies 
of workers who were typically in manual and blue-collar jobs.  While on the other 
hand performance bonuses have become more widespread in highly paid managerial 
and some professional jobs. 
 
Second, there has been a deliberate attempt to try and increase the significance of 
career paths in many jobs.  Where an occupation offers a career path, the earnings 
relativity for that occupation could be affected over time by any change in experience 
and seniority of the members of that occupation. Thus it is known that the average age 
in some occupations, such as teaching has risen and this might have resulted in a form 
of disguised pay increase for teachers without any increase in their nominal pay rate.  
Alternatively increased seniority payments may have enabled their employer to 
constrain teachers’ nominal pay rates while still maintaining their overall relative 
earnings.  Similarly another form of disguised pay increase occurred for nurses whose  
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work was reclassified upwards between 1986 and 1996, leading to an especially rapid 
increase in their relative earnings. 
 
However, one disadvantage of using data of average earnings to model the impact of  
increases in remuneration on the distribution of total earnings is that the data cannot 
reflect any increase in the amount of dispersion around the average rate of 
remuneration for any individual occupation at the detailed level.  But workplace 
reform may also have led to pay becoming more dispersed within individual 
occupations at the detailed level.  For example, pay is gradually being determined on 
a more individual basis with performance pay being incorporated even where there is 
enterprise bargaining covering whole groups of employees.  In this case there would 
be a greater spread around the average earnings for each individual occupation than 
previously, as well as a greater spread between occupations.  To the extent that this 
form of pay dispersion within individual occupations occurs then the present analysis 
will understate the impact of changing rates of relative remuneration on the overall 
distribution of earnings. 
 
Bearing these caveats in mind, in Table 9 the weighted means of the rates of increase 
in the average weekly ordinary-time earnings of the individual occupations are shown 
for each decile of earnings.  The individual occupations are grouped according to their 
level of AWOTE at the beginning of each period of comparison – 1986 and 1996 
respectively
6.  The weights are each occupation’s share of employment in 1986 and 
1996, but as these are constant weights the increase in earnings shown are unaffected 
by any shift in employment between the individual occupations.  In addition, Table 9 
also shows the rate of increase in employment for each of these same earnings deciles. 
The combination of the increase in pay and employment for each decile then gives the 
increase in that decile’s earnings. 
                                                            
6 Similar calculations were done for the increase in average weekly total earnings for the various 
occupations and groups of occupations for the first period from 1986 to 1996, and there was no 
significant difference in the conclusions.  
  




Weighted Average Increase in AWOTE and Employment 
1986 to 1996 and 1996 to 2000 
 
Income Deciles  Males  Females 
  1986 to 1996  1996 to 2000  1986 to 1996  1996 to 2000 
  AWOTE Employment AWOTE Employment AWOTE Employment AWOTE Employment 
First  159.9 105.9 118.1 103.3 166.5  97.5  117.9  94.0 
Second 157.2  110.8  116.1 99.6 157.3  125.8  113.3  113.1 
Third  156.9 97.0 117.0  104.5  158.6 85.9 112.6 97.9 
Fourth  156.9 123.2 115.1 101.5 159.2 145.6 121.4 108.9 
Fifth  159.5 99.2 114.8 99.5 162.6  124.4  117.2  119.9 
Sixth  152.1 95.2 119.6 99.9 163.9  141.5  114.5  102.1 
Seventh  162.6 111.1 115.2 108.0 162.6 105.7 115.0  94.9 
Eighth  163.9 129.8 116.8 116.5 175.6 144.6 117.7 118.7 
Ninth  160.0 121.5 115.7 115.7 159.0 161.6 115.8 126.3 
Tenth  160.1 123.0 120.0 121.8 156.9 161.9 112.7 115.2 
All  Occupations  158.9 111.7 116.8 107.0 162.2 129.5 115.8 109.1 
          
Coefficient of 
Variation 
2.1 11.0 1.6  7.6  3.5 20.4 2.4 10.4 
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The data summarised in Table 9 suggests that the rates of increase in pay for males 
have been a little less for low-paid occupations than for high paid occupations.  In 
particular, the second, third and fourth deciles of occupations for males seem to have 
experienced slightly slower average increases in their rates of pay.  This pattern of 
increase in male pay would be consistent with some modest widening of the 
dispersion of male earnings.  In the case of females the average rate of pay increase 
seems to have been markedly higher for the lowest paid occupations, but relatively 
low for the second and third deciles of occupations, and the highest ninth and tenth 
deciles
7.  Caution is necessary, however, in interpreting these results as female 
employment is more concentrated than male employment in a limited number of 
occupations.  Thus the relatively fast increase in pay for the eighth female decile 
between 1986 and 1996 reflects the impact of registered nurses who in that period 
comprise more half of the employment in that decile, and whose work was 
reclassified upwards.  Nevertheless, notwithstanding these possible caveats, it would 
seem that overall, in contrast with the experience of male pay, the pattern of increase 
in female pay did not play any significant part in the wider dispersion of female 
earnings. 
 
In sum, this information on average earnings at the detailed occupational level 
suggests somewhat more variability than for actual rates of pay, and that the relative  
price of labour is a little more flexible than might be assumed from the pay indexes 
cited earlier in Tables 3 and 4.  However, this information on average earnings for 
detailed occupations is also consistent with the previous finding that changes in pay 
relativities are unlikely to have led to much of the apparent widening in the dispersion 
of earnings.  
 
Turning to the change in employment for each decile of the earnings distribution, 
what stands out is that the rate of increase in employment is much more variable 
between the different deciles than for the rates of pay (Table 9).  Thus the coefficient 
of variation for the different rates of increase between the income deciles is much 
higher for employment than for pay.  In both periods the fifth and sixth deciles 
                                                            
7 The number of female occupations for which data were available is not the same as for males and 
therefor the average rates of increase in AWOTE for males and females are not strictly comparable, 
especially in the first period from 1986 to 1996.  
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actually experience falls in male employment, and female employment fell in the first 
and third decile.  In particular, and as expected from the data for the major 
occupational groups, employment for both sexes grew much faster than average in the 
higher income deciles, with some suggestion of a ‘disappearing middle’ in the case of 
males, but not for females. 
 
By comparing the increase in pay and employment for each decile with the increase 
for all occupations included in this analysis it is possible to assess the relative 
contributions of changes in pay and in the composition of employment to the 
changing earnings distribution.  As is shown in Charts 2 to 6 the change in the 
dispersion of earnings is dominated by the change in employment composition. 
Indeed, Charts 2 and 4 suggest that the main reason why full-time male earnings have 
become more unequally dispersed is because full-time employment in the top three 
deciles has grown much faster than in the other deciles.  To a much lesser extent the 
position of the top male deciles has also been reinforced by the fact that their pay also 
increased a little faster than for the other deciles.  In the case of females, as already 




Males: Relative Increase in Pay and Employment by Income Decile 
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Chart 3 
Females: Relative Increase in Pay and Employment by Income Decile 
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Chart 5 
Females: Relative Increase in Pay and Employment by Income Decile 
1996 to 2000 
 
 
distribution, with no systematic tendency for it to be faster at the top, middle or 
bottom (Charts 3 and 5).  It was the increase in female full-time employment that was 
substantially faster for the top three deciles, and this employment increase would 
account for all of the increase in their share of total earnings.  However, unlike males, 
the share of female full-time employment in the middle deciles did not decline 
between 1986 and 1996.  This finding that females in the middle deciles were able to 
maintain their share of employment is consistent with the earlier finding (Table 1) that 
female earnings for the ninetieth percentile did not increase by as much relative to the 
median as was the case for males. 
 
Policy Implications 
For more than eighty years following Federation labour market regulation  
underpinned Australia’s image of itself as an especially egalitarian society.  Indeed, 
arbitration was a central plank in the Australian Settlement reached in the first decade 
of the new nation (Castles1985, Kelly1994).  Moreover, because the ‘workers’ 
welfare state’ was established much earlier here, Australia did not feel it necessary to 
pursue the post-War European approach of a welfare state based upon massive social 
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benefits paid to people who are not employed, who could not reasonably be expected 
to become employed, and whose means are limited.  For those (men) who were 
employed it was assumed that their wages would allow them and their families to 
maintain a decent standard of living relative to that of their peers, and that there would 
be no need for further government support.  And because the demands upon 
government revenue were kept small by this tight targeting it was possible to finance 
government income support entirely from consolidated revenue, and thus achieve the 
maximum amount of redistribution. 
 
In the last twenty years there are signs of a change in policy thinking. First, private 
provision for superannuation is now being mandated by laws which rely on an 
extension of the government’s taxation power.  Second, income support for working 
families has been rapidly expanded since 1983 to offset the increased inequality of 
earnings.  For example, in January 1997 a single income family with a dependent 
spouse and two children, earning two thirds of average male earnings and renting 
privately, received 33.3 per cent of their income from government cash transfers 
compared to only 4.4 per cent of their income in January 1982.  Indeed, while the real 
earnings of such a family hardly changed over the fifteen years, because of the 
substantial increases in cash transfers their disposable income increased by 24 per 
cent, and after housing costs it increased by as much as 75 per cent (Keating 1998).  
Notwithstanding this dramatic increase in income support, many people remain 
concerned that this increased income support is still an inadequate response to the 
increase in earnings inequality, and perhaps more relevantly they fear that this support 
may not rise sufficiently to keep pace with increasing earnings inequality in the 
future.   
 
Thus one common response to greater wage inequality is to call for re-regulation of 
the labour market, and specifically to restore the role of the Australian Industrial 
Relations Commission (AIRC).  The present analysis, however, suggests that relative 
changes in the rates of pay that were traditionally set by the AIRC have contributed 
little to the widening dispersion of earnings.  Accordingly any attempt to return to 
arbitration is unlikely to achieve the hoped for reduction in inequality even if there 
were no other better way of achieving that objective.  To the limited extent that the 
total remuneration of individuals has altered relatively it probably reflects elements of  
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pay and conditions of employment that have always been largely outside the 
jurisdiction of the AIRC.  Thus while the AIRC could determine rates of entitlements, 
it could for the most part not determine how much access there would be to particular 
entitlements.  Even more importantly, the most rapid growth in full-time jobs has 
been in those occupations where the jurisdiction of arbitral processes has been more 
limited
8.   
 
Equally it is questionable whether increasing government income support is well 
targeted to offsetting an increase in labour market inequality that mainly reflects a 
change in the mix of jobs. Such support may be justified as part of a wage-tax trade-
off, especially if the burden of this trade-off falls disproportionately on low-income 
households. But this has not been the case in recent years.  Real wages have grown 
strongly in the 1990s, with male average weekly earnings increasing in real terms at 
an average annual rate of 1.6 per cent between 1990 and 2000.  And as shown above, 
in the 1990s there was no systematic variation in the relative earnings of different 
occupations at the four-digit level.  In fact, irrespective of any individual occupation’s 
relative pay, over the last decade or so, the rate of increase in the average earnings of 
full-time employees in that occupation is as likely to have exceeded the average rate 
of increase for all employees as to have fallen behind. 
 
Instead, policy needs to focus on the pattern of job creation, which is the principal 
reason for the increase in labour market inequality in Australia in the 1990s.  The 
greatest concern is that very few full time jobs have been created on a net basis.  
Indeed, the total number of full-time employees increased by only 9 per cent between 
1989 and 2000, or an average annual rate of increase of less than one per cent, which 
is less than the growth in the workforce that could normally be expected.  As 
previously noted, however, the number of jobs at the upper end of the occupational 
spectrum grew strongly, with the number of full-time employees in managerial and 
administrative, professional and associate professional occupations increasing by as 
much as one third between 1989 and 2000.  But in all the other major occupation 
groups the number of full-time employees fell, except for females employed as 
                                                            
8 In the professions for instance, even where rates of pay have historically been set by arbitration, 
typically there has been no attempt by the arbitral authorities to determine how work should be carried 
out.  
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intermediate clerical, sales and service workers.  To some extent this disappointing 
increase in full-time jobs was offset by the rapid increase in part-time and casual jobs, 
which respectively accounted for 75 and 73 per cent of all the jobs created between 
1990 and 2000
9.  But these part-time and casual jobs are an inadequate substitute for 
the increasingly unequal distribution of the better paid and more permanent jobs.  The 
majority of these part-time and casual jobs are concentrated at the lower end of the 
occupational spectrum; their share of the total hours worked is falling (Wooden 
2000:195); and their conditions are increasingly falling behind those associated with 
full-time jobs (Borland, Gregory & Sheehan 2001:11-12). 
 
The question that must be answered is why has the Australian labour market evolved 
towards a more unequal incidence of job types.  First, the main explanation must be 
some change in the structure of demand for labour.  Although some employees may 
prefer part-time and/or casual employment, such employee preferences are unlikely to 
have accounted for the magnitude of the changes experienced.  Second, there is a 
clear consensus among economists that this change in the structure of labour demand 
does not reflect the move to a more open economy
10.  Briefly the reasons include:  
•  the shift in the occupational composition of employment has affected all industries 
and not just the those industries that compete internationally 
•  there has been no general tendency for the relative price to fall for goods that are 
relatively dependent on unskilled labour and where low-wage countries enjoy a 
comparative advantage   
Instead the consensus is that the change in the structure of demand for labour reflects 
a bias in the nature of technological change in favour of skilled labour.  For example, 
De Laine, Laplagne and Stone (2000) found that the R&D intensity of an industry is 
positively associated with its share of high skilled employees, and that the more 
computer-intensive an industry, the more likely it is (on average) to employ high 
skilled workers.  And a related finding by Pappas (1998) is that technological change 
is favouring those jobs that involve coordinating the activities of others, interpersonal 
relations, and the preparation and analysis of information, while jobs that rely on 
motor skills are being replaced with machinery.  However, while the impact of 
                                                            
9 Derived from Borland, Gregory & Sheehan 2001: Table 1.6. 
10 The loss of jobs in footwear, clothing and textiles is a possible exception, with some of the people 
concerned having difficulty in being redeployed to other jobs, partly for locational reasons.  
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technology on the structure of labour demand is the same for all developed countries, 
their policy responses have differed.  
 
The United States, for example, has been outstandingly successful at creating full-
time jobs, so that unemployment is at historic lows, and there has been no resort to 
part-time employment, which has fallen from 5.2 million in 1990 to 3.2 million jobs 
in 2000.  Unlike Australia the US has also achieved a spread of new full-time jobs 
across most of the major occupation groups, other than tradespersons and plant and 
machinery operators (Sheehan 2001:52, Table 3.5)  But the high rate of US job 
creation is widely believed to reflect the flexibility of the US labour market, and it is 
considered that the dispersion of relative pay rates in the US widened against those in 
low paid jobs. The net result is that the inequality of incomes increased more in the 
US than in most other developed countries in the last decade. 
 
By contrast, Germany is considered by many to have an especially inflexible labour 
market.  Despite the pressures from reunification there has been little change in 
relative wage rates and existing jobs have been better protected, with new and more 
flexible working practices and conditions being taken up more slowly than in other 
comparable countries.  The net result has been relatively low productivity growth 
since reunification, combined with almost negligible real wage growth and intractably 
high unemployment, but the dispersion of earnings for those who have jobs remained 
largely unchanged.  
 
Interestingly Australian experience lies somewhere between these US and German 
outliers.  There has been no shift in relative wage rates in Australia, partly because  
the education system was able to increase the supply of skilled labour to match the 
rising demand for that labour, and the supply of experienced labour also increased as 
the baby-boomer generations moved through the labour force. Unlike the US, 
however, we were not able to create enough low and middle level full-time jobs, nor 
did Australia protect these jobs to the same extent as in Germany.  Instead of 
flexibility in relative wage rates, Australia in recent years has opted to pursue 
flexibility in how work is organised.  This flexibility has been reflected in Australia’s 
high rate of productivity growth in the 1990s relative to its own past experience and 
relative to the rest of the world.  It has also led to the exceptionally rapid growth of  
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part-time and casual employment in Australia as hours of work are adjusted to the 
fluctuations in consumer demand, through the week and even through the day, in a 
variety of service industries such as hospitality and retailing.  This form of job sharing 
has, however, had less impact on middle level jobs than on low paid jobs. The net 
result is that the Australian labour market is characterised by many job rich 
households where adult family members are paid for more hours and have higher 
incomes than ever before.  While the other side of the same coin is that by 1997-98, 
20 per cent of all income units with a head of working age were dependent on social 
security as their principal source of income (Whiteford 2000:54, Table 8).   
 
Clearly Australia needs to improve its rate of job creation, and especially full-time job 
creation, as the key to sustainable improvement in income equality. But how to 
improve job creation is not easy and poses some tough choices for governments.  A 
very radical possibility would be for Australia to shift towards the degree of relative 
wage flexibility that exists in the US, but the employment outcomes are inevitably 
uncertain, while this change could well lead to an increase in overall income 
inequality.  Such a policy would very likely involve lowering the minimum wage by 
so much that, unless it were supplemented in other ways, it would then put downward 
pressure on the basic pension.  Furthermore it is arguable that there is no need for 
such a radical change. Australia was reasonably successful in creating jobs in the 
1980s, with the number of full-time employees increasing at an average annual rate of 
1.6 per cent from 1980 to 1990, compared to an average annual increase of only 0.7 
per cent from 1990 to 2000.  Although the increase in GDP per capita was about the 
same in both decades, the obvious difference was the considerable restraint of 
aggregate real wages in the 1980s.  Drawing on this experience, a wage-tax trade-off 
has been proposed by a group of five economists, and supported by the Business 
Council, with the aim of achieving somewhat slower growth in aggregate wages and 
improving the rate of job creation relative to the rate of economic growth
11.   
 
Even if this proposal for wage restraint were adopted and lifted the demand for 
labour, however, it is possible that the growth in jobs would continue to be 
disproportionately concentrated among those occupations at the higher end of the 
                                                            
11 The original open letter to the Prime Minister by Five Economists is reproduced in Dawkins (1999) 
and Keating (2001), and more recently elaborated in Dawkins (2001) and Dawkins & Keating (2002).  
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occupational spectrum. Accordingly wage restraint needs to be complemented by 
increased education, employment programs and training opportunities. Although 
Chapman (1999) has warned that these programs may not create many jobs for 
unemployed persons, the intention here is to equip people to take-up the new jobs as 
they become available.  
 
How education and training policies might need to be developed to meet this 
challenge is largely beyond the scope of this article, but a few observations are in 
order.  Sheehan and Esposto (2001) have shown that full-time employment is 
increasing most rapidly for those jobs that are more knowledge intensive, with the 
demand for broadly based knowledge across a range of areas increasing faster than 
the demand for detailed specific knowledge.  Complementing this increasing 
knowledge intensity of employment, Sheehan and Esposto also found that activities 
such as information/data processing, reasoning/decision-making, and interacting with 
and coordinating others have increased while the requirement for physical work has 
declined.  Thus employment in the knowledge economy is becoming more 
demanding, and the development of broadly based skills needs to be emphasised 
rather than job specific training.  This approach to skill development should also help 
prepare both young and older people for what is inevitably an uncertain future of 
rapid change, requiring a lifetime of learning through continuing education and 
training.  
 
Further changes in the structure of education and training along these lines cannot be 
guaranteed to reverse recent trends towards a more uneven mix of jobs and thus 
produce greater equality of earnings as measured.  The aim, however, would be to 
respond to the changing structure of demand and technology, and by increasing the 
proportion of people in highly skilled jobs to level up rather than return to the past by 
leveling down. By leveling up in that way, the overall dispersion in the spread of jobs 
could be reduced over time and Australia would be able to retain its egalitarian 
traditions.   
 
Education and training on the necessary scale will, of course, be expensive.  But the 
alternative of seeking to maintain income equality through increasing income support 
would also be expensive, and that support would flow to low paid people whose  
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relative wages have not in fact fallen.  Moreover forcing unemployed people to look 
harder for disappearing low paid jobs, or alternatively for jobs for which they are not 
presently suitable seems to be both practically and morally dubious.  Instead those 
who have supported the dismantling of Australia’s traditional institutions for 
regulating the product and labour markets, and who are also concerned to maintain 
our egalitarian traditions, need to accept that the required quid pro quo is much 
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Data Appendix 
Indexes of pay rates for major occupation groups 
The ABS wage cost indexes (WCI) for each occupation have been used since 
September 1997.  These indexes are unaffected by changes in the composition of the 
labour market, nor changes in penalty payments, bonuses and the number of hours 
worked. Prior to 1997 the ABS indexes of award rates of pay for selected occupations 
were used.  
 
To the extent that over-award payments grew at different rates for different 
occupations the ARPI would fail to capture different rates of pay increases for 
different occupations. Another problem is the changes in the occupational 
classification that occurred over time. The pay rate indexes for the different 
occupations in 1976 were reassigned to the ASCO first edition classification by the 
author.  In 1976 more detailed occupational data were used than shown here and the 
pay rate indexes for these more detailed occupations were then combined using 
employment weights. Although this reassignment was almost certainly inaccurate, 
any inaccuracy in assigning indexes to the ASCO 1 classification of occupations 
would only matter if the increase in the rates of pay differed markedly among 
different occupations and the available information suggests that this was not the case. 
 
Employment by major occupation 
The estimates of employment by occupation derived from the ABS Labour Force 
Surveys were used.  In 1996 a revised classification of occupations was introduced 
(ASCO second edition). Estimates according to this new classification for earlier 
years were derived by applying concordance weights to the ASCO first edition 
estimates as published.  Further adjustments were also made using weights provided 
by the ABS to allow for changes introduced in February 2000 in the way occupation 
data are coded.  
 
The ABS surveys publish estimates of the number of full-time and part-time workers 
for each of the major occupational groups.  The surveys also publish estimates of the 
total number of full-time employees by gender, but not by occupation, and the number 
of employees (both full-time and part-time) by occupation.  This information was 
used by the author to derive estimates of the number of full-time employees by 
occupation. 
 
Distribution of earnings by major occupations 
For a number of years the ABS has published estimates of the distribution of weekly 
earnings for full-time male and female adult employees for each of the major 
occupational groups.  The estimates for May 2000 were provided by the ABS on 
request. 
 
The influence of the changes in the occupational composition of the labour force on 
the distribution of earnings was analysed by calculating what a notional distribution of 
earnings would have been in May 2000 if the occupational composition of the labour 
force had remained the same for each sex as in May 1989.  This alternative notional 
distribution of earnings for 2000 was derived by distributing the number of full-time 
male and female employees in each occupation in 1989 over the distribution of full-
time adult male and female earnings for the relevant occupation in 2000.  In effect the 
distribution of earnings within each occupational group was the same May 2000  
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distribution for both the actual and notional distribution of earnings for that year.  
Thus the difference between this notional and the actual distribution of earnings could 
then be attributed to the changes in the relative weights of the major occupational 
groups. This attribution is, however, not strictly correct as different rates of change in 
the proportion of teenager employees in each occupation could bias the comparison to 
some extent, although this bias is not considered to have had a major impact on the 
comparison.   
 
Average earnings and full-time employment for detailed occupations 
The average earnings and full-time employment for detailed occupations at the four-
digit level of the Australian Standard Classification of Occupations are collected by 
the ABS as part of its surveys of employee hours and earnings.  This information for 
1986 and for both dates in 1996 was made available for the present study by the 
Department of Employment and Workplace Relations (DEWR), which had previously 
used these data for its work, cited in the main text, showing that hours worked have 
been increasing fastest in highly paid occupations.  The ABS supplied the data for 
2000.  For the period comparing 1986 with 1996 ASCO 1 was used, and for the 
period comparing 1996 with 2000 ASCO 2 was used. For the first period the 
employment data refer to the increase between August 1986 and May 1996, while the 
increase in AWOTE refers to the period from May 1986 to May 1996.  For the second 
period from 1996 to 2000, the employment data refer to the increase between the 
August quarter 1996 and the November quarter 2000, while the increase in AWOTE 
refers to the period from May 1996 to May 2000.  All data refer to full-time adults, 
and for employment refer to all employees, but for AWOTE the data refer only to 
non-managerial employees. 
 
For each of the two periods compared the occupations were ranked and grouped in 
deciles according to their AWOTE in the base year – May 1986 and May 1996 
respectively.  Because some occupations had very large numbers of employees, 
especially in the case of females, the occupations could not be broken up into ten 
exactly equal deciles, but the differences in size are small.  The weighted increase for 
the average earnings of each decile reflected each individual occupation’s share of 
employment in that income decile in the base period.  As the weights are fixed 
weights the increase in AWOTE reported for each decile would be unaffected by any 
change in the composition of employment over the period. 
 
 
 